



, 1954 


Sane 





try of 
plying f 
of the | 


nining 


y, etc. | 


onomy 


ageous | 


orivate 


ion of 
; made 
pement 


United | 


supply 
wheat 
bruary 


k until 


4; lard 
4; and 
stry of 
vorable 
nts, in 
aid for 
pments 
not be 


ims. 


dstuffs, 
put also 
alized 
ratives, 


id, has 
Bolivia 

permit 
finitely 


A. 





















































t enyenoe® 
A ~ 








INTERNATIONAL 
Financial News Survey 


§ Vol. VII, No. 8 . 


INTERNATIONAL MONETARY FUND = 


August 20, 1954 


Paraguayan Par Value 


The Government of Paraguay has proposed to the 


| International Monetary Fund a change in the par value 


of the Paraguayan guarani to @ 21 per U.S. dollar. In 


' terms of gold and in terms of the U.S. dollar of the weight 
» and fineness in effect on July 1, 1944, the parities for 


the Paraguayan guarani are as follows: 0.0423177 grams 


Europe 
Seasonal Trend in Sterling 


The firmness which sterling displayed in foreign ex- 
change markets for so long has recently given place to 
an easier tendency. In the week beginning August 9, the 
exchange rate in New York fell a full one-half cent below 
the official ceiling figure of $2.82, the first time it has 
been so far from that level since the beginning of April. 
Its value in terms of the principal European currencies 
has also declined. In the New York market for transfer- 
able sterling, business has recently been done at rates 
lower than $2.77, whereas in April and early May the 
quotation for this “free” variety of sterling rose to 
$2.7914, that is, within 214 cents of the rates then ruling 
in the markets for authorized dealings in London and 
New York. 

The London foreign exchange market, generally, does 
not view the slight weakness in sterling with any serious 
concern. It is admitted that the relaxation of restrictions 
on dollar goods by sterling area countries—Rhodesia and 
New Zealand among others have recently announced such 
relaxations—may lead to a basic increase in sales of 
sterling against the dollar. But the recent Board of 
Trade survey of sterling area trade in the first quarter of 
1954 demonstrated that, until recently, the area as a whole 
was tending to reduce, rather than increase, its outlays 
on dollar goods. 


Ordinarily, the traditional seasonal pressure might have 
been expected to cause some weakening of sterling in 
July. These seasonal forces, however, have been slow 
to emerge this year; and it seems probable that the 
small, though persistent, offerings of sterling in New 
York have not been connected with the seasonal dollar 
requirements of the big international oil, cotton, and 
tobacco companies. Cotton buyers have been inactive, 
largely because of uncertainties about world prices, but 
the fall in the rate may induce them and others, e.g., grain 
buyers, to cover more vigorously their current and pros- 





of fine gold per guarani; 735 guaranies per troy ounce 

of fine gold; 21 guaranies per U.S. dollar; 4.76190 U.S. 

cents per guarani. The Fund has concurred in the change 

in par value proposed by Paraguay. 

Source: International Monetary Fund, Press Release, 
Washington, D.C., August 19, 1954. 


pective dollar requirements. The inactivity of tobacco 
importers is more difficult to understand, since this year 
they are free to buy leaf supplies for a full year from the 
U.S. and Canadian crops, and U.S. auctions began almost 
a month ago. . 
It is possible that the sterling-dollar rate is being 
affected by the repatriation of some short-term funds 
which were sent to London in April and May (see this 
News Survey, Vol. V1, p. 342). Many of those who moved 
money to London to take advantage of higher interest 
rates found it convenient to cover their spot purchases by 
three-month forward sales, and those forward sales have 
been maturing in the past few weeks. Heavy withdrawals 
of such funds have not occurred, however, and they are 
unlikely, partly because of the increased usefulness of 
sterling after the widening of transferability and the 
further reopening of commodity markets, including the 
gold market, and partly because London interest rates, 
although they have fallen, remain higher than those in 
other centers. These factors may continue to affect 
sterling when seasonal forces begin to operate more fully. 
That confidence in sterling remains high is indicated by 
the fact that recent selling of sterling from New York 
has been mainly for spot, not forward, dollars. 
Sources: The Times and The Financial Times, London, 


England, August 12, 1954. 


U.K. External Trade in July 


U.K. trade figures for July present a mixed picture. 
Exports, at £247 million, were £29 million higher than 
in June and 5 per cent higher than in July 1953. The 
increase over June is in contrast to a June-July decline 
in 1953. However, the percentage increase between July 
1953 and July this year is less than the 7 per cent increase 
between the first half of 1953 and the first half of 1954. 
Imports, at £289.8 million, were £1 million lower than 
in June, and 1 per cent below those in July 1953, but 4 
per cent higher than the monthly average for the first 
half of 1954. As a result of these changes and a small 
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increase in re-exports, to £9.3 million, the crude trade 
deficit fell in July 1954 to £33.5 million. This was well 
below the £44 million average for the first half of 1954 
and the £61.5 million average for the first half of 1953. 
The higher value and volume of total exports continue 
to be the principal factors in reducing this deficit in 1954. 

The rate of U.K. exports to North America continues 
to decline. Shipments in July were about £24 million— 
£13 million to the United States and £11 million to 
Canada. While exports to the United States were nominally 
£0.1 million higher than in June, the daily rate was less 
than in June 1954 or July 1953. When compared with a 
year ago, the decrease in exports to Canada was greater 
than the decrease in exports to the United States. 


Source: The Times, London, England, August 13, 1954. 


French Economic Program 
On August 10, the French National Assembly granted 
special powers to Premier Mendes-France to implement 
his program of economic reform. The Government was 
authorized to decree, before March 31, 1955, all measures 
relative to the economic program submitted to the As- 
sembly, except that the decree procedure is not to be used 
to effect changes in the 1955 budgetary law. The program 
submitted to the Assembly referred to the following aims: 
(1) Economic expansion and an increase in the national 
income (a) through drawing up and implementing 
programs to be extended over several years and bear- 
ing on investments, for both France and the Overseas 
Territories, in public works, school and health equip- 
ment, technical and scientific research, housing, agri- 
cultural equipment (for these investments, budgetary 
appropriations for current services and “unproduc- 
tive” services could be transferred); (b) through 
measures designed to encourage the reconstitution 
and the investment of savings; (c) through the en- 
couragement of investment by local governments, 
through the general or selective encouragement of 
private investment, and through other technical and 
legal reforms; (d) by providing finances for a “col- 
lective agricultural guarantee fund,” by reorganizing 
markets for farm products, and by other technical re- 
forms; (e) by encouraging local development plans; 
and (f) by improving the legislation on housing, 

construction, etc. 
(2) The normalization and reduction of production costs 
by (a) a reduction or adjustment of certain social 
and fiscal obligations of firms without a reduction 
of social security benefits; a rearrangement of the 
status of certain public enterprises without modifi- 
cation of their basic structure; and the establishment 
of a National Retirement Fund; (b) a reduction of 
the cost of energy, and adjustment of the capital of 
nationalized enterprises without bringing in private 
capital; (c) the development of scientific and tech- 


nical research, technical training, etc.; (d) the 
modernization of distribution channels, control of 
self-financing, coordination of transportation, simpli- 
fication of taxes, etc.; and (e) a reduction of public 
expenditures, principally through an administrative 
reform and the gradual elimination of all privileges 
and subsidies of an economic character, and of all 
artificial supports to economic activity which are 
detrimental to the general welfare, and by a corre- 
lative reduction of certain fiscal charges on produc- 
tion and incomes. 
(3) An increase in purchasing power and an improve- 
ment of job security by (a) encouraging firms to al- 
low workers to benefit from the increases in produc- 
tivity, and to take any appropriate measure to reduce 
prices and increase wages without raising the level 
of the “optimum cost”; and (b) organizing and 
financing a fund for the reconversion of industries 
and for the readaptation and re-employment of 
workers, 


Equilibration of the balance of payments, and an 
increase in trade with all countries. 


An increase in the standard of living in the Over- 
seas Territories and reinforcement of economic co- 
operation between the metropolitan area and the 
territories by (a) contributing toward the financing 
of basic investments in these territories, (b) develop- 
ing modern techniques and appropriate structures in 
the field of credit and market organization, and (c) 
taking all measures that will result in the better 
coordination of commerce and tariffs. 


The special powers are valid only for the present 
Government; while they will become effective immedi- 
ately, they will still be subject to ratification by Parlia- 
ment, to which they must be submitted before May 31, 
1955. 


Sources: Le Monde, Paris, France, August 8, 9, 10, and 
11, 1954. 


Danish Rediscounting Policy 


At the end of July, the balance sheets of the three main 
Danish commercial banks showed that they had again 
started to rediscount bills with the Danish National Bank. 
During July the rediscounting amounted to DKr 8 mil- 
lion. Because of the liquid positions of the banks, there 
had not been any rediscounting of bills during the war 
years or since the end of the war. 

In the last 20 years, the National Bank has not 
granted any loans to the commercial banks against their 
bond holdings. Recently, the National Bank has an- 


nounced that it will restrict rediscounting of building 
credits by private banks. On the other hand, the Na- 
tional Bank will rediscount export credits with or with- 
out government guarantee. Furthermore, it is consider- 
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ing the extension of rediscounting to credits granted for 

the production of export goods. 

Sources: Harald R. Martinsen, Danish Letters, Copen- 
hagen, Denmark, August 13, 1954; Norges Han- 
dels og Sj¢fartstidende, Oslo, Norway, Au- 
gust 13, 1954. 


Denmark's Foreign Trade 

Danish imports reached a record high of DKr 746 mil- 
lion (US$108 million) in June, and exports amounted to 
DKr 572 million (US$83 million), resulting in an import 
surplus of DKr 174 million (US$25 million). In the first 
six months of 1954, exports rose to DKr 3,176 million 
($461 million), from DKr 2,971 million ($431 million) 
in the first six months of 1953; but the increase in im- 
ports was greater, from DKr 3,336 million ($484 million) 
to DKr 3,843 million ($558 million). Thus the import 
surplus rose to DKr 667 million ($97 million) this year, 
from DKr 365 million ($53 million) in the first half of 
1953. 

Most of the increase in imports was in grains, which 
were DKr 170 million ($25 million) higher than last year. 
Imports of feeding stuffs increased by DKr 50 million, and 
imports of iron and metals by DKr 100 million. The first 
two commodity groups enter directly into export pro- 
duction, and a large share of iron and metal imports is 
also used in the output of goods for export. 

Exports of manufactures reached a new high of 
DKr 228 million ($33 million) in June this year; in 
June 1953 they were DKr 158 million ($23 million). For 
the first half of 1954 exports of manufactures exceeded 
those in the first half of 1953 by DKr 111 million. Ex- 
ports of agricultural products fell to DKr 323 million 
($47 million) in June this year, from DKr 349 million 
($51 million) a year earlier; but for the entire six-month 
period, such exports were DKr 83 million higher than in 
the first six months of 1953. 


Source: Harald R. Martinsen, Danish Letters, Copen- 
hagen, Denmark, August 13, 1954. 


Danish-German and Norwegian-German Debt Negotiations 

Agreement between Denmark and Germany on the 
settlement of outstanding debts, which had not been 
completed when settlements were made by other EPU 
members (see this News Survey, Vol. VII, p. 27), has 
been reached recently and calls for the immediate pay- 
ment of one fourth, or DKr 40 million (US$5.8 million) , 
of the consolidated EPU debt in U.S. dollars; the rest 
is to be paid during a five-year period. 

As yet, Norway has not reached an agreement with 
Germany. Germany demanded repayment during a five- 
year period, while Norway offered repayment over a 
seven-year period. 

Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, August 12, 1954. 


‘ Sale of Icelandic Floating Herring Factory 


Iceland has sold its only floating herring factory to a 
Norwegian concern, for £100,000. This factory ship, 
which processes herring into oil and meal, can move to 
the waters where herring are caught, and in that way 
transportation costs are minimized. Norway is operating 
several floating herring factories. 


The floating herring factory was bought by Iceland in 
1947 and financed partly by U.S. aid under the ECA 
program. It was intended to process the winter herring 
catch in the south of Iceland. However, owing to the 
failure of the herring catch, the plant has been in opera- 
tion during only one season, namely 1950. Since then, 


the ship has been laid up. 


Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, August 10, 1954, 


Greek Barfer and Clearing Accounts 


On July 31, exchange transactions between Greece and 
the countries of the Soviet bloc showed a balance equiva- 
lent to US$2,349,000 in favor of Greece. With Eastern 
Germany and Bulgaria, however, Greece had a debit 
balance of US$125,000, primarily as a result of substan- 
tial purchases of fertilizers. 

Greece had also accumulated, by the end of July, an 
equivalent of $5,968,000 from transactions with countries 
with which it is linked by bilateral clearing agreements. 
Of the total, $2,558,000 resulted from transactions with 
Brazil, $2,348,000 from transactions with Egypt, and the 
remainder from transactions with Finland, Israel, Spain, 
Yugoslavia, and Uruguay. 


Source: Oikonomikos Tahidromos, Athens, Greece, Au- 


gust 12, 1954. 


Relaxation of Austrian Exchange Measures 


The Austrian National Bank Regulation No. 81, dated 
July 28 (published in the Wiener Zeitung, No. 173, of 
July 29, 1954), abolishes, until further notice, the obliga- 
tion to declare and surrender to the Austrian National 
Bank gold in any form or foreign exchange derived from 
transactions settled within EPU. Transactions in gold, 
however, are still restricted to duly authorized enterprises. 


All private balances in EPU currencies, which still 
have to be held with the National Bank or foreign ex- 
change dealers, may, without special license, be converted 
to other EPU currencies and used to finance imports 
through EPU. However, these imports have to be effected 
on the exchange owners’ account and originate from the 
EPU area. Also, balances in EPU currencies may be trans- 
ferred abroad without a license, provided that each 
transfer does not exceed an equivalent of 500 schillings 
(US$19.23). This facility must not be misused by Aus- 
trians to accumulate balances abroad. 
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The changes do not, in themselves, mean that Austria 
has liberalized further its quantitative restrictions on im- 
ports from EPU countries. The chief significance of the 
measure appears to be that it removes exchange control 
impediments that might have hindered a full utilization 
of import liberalization. In any case, the measure may be 
expected to slow down the increase in Austria’s money 
supply associated with the relatively rapid growth of 
official exchange reserves. 

Source: Neue Ziircher 


July 30, 1954. 


Zeitung, Ziirich, Switzerland, 


Yugoslavia’s Foreign Trade 

According to preliminary figures, Yugoslavia’s exports 
in the first half of 1954 rose to Din 31.4 billion (US$104.7 
million), from Din 25.7 billion ($85.6 million) in the 
first half of 1953, while imports fell to Din 49.6 billion 
($165.5 million), from Din 68.3 billion ($227.6 million). 
Thus the deficit in the trade balance was reduced from 
Din 42.6 billion ($142 million) in the first half of 1953 
to Din 18.2 billion ($60.7 million) in the first half of 
1954. However, as a result of poor weather conditions, 
exports during the first half of 1954 fell short of the 
planned figure by about Din 10 billion ($33.3 million). 
But the lower volume of imports during the same period 
was due mainly to greatly decreased imports of foodstuffs. 
Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 


July 23, 1954. 


Middle East 
Banking in Syria 


A new company under the name of Federal Banks 
Corporation, S.A.S., with a capital of LS 4 million, has 
been established in Damascus. The purpose of the cor- 
poration is to conduct all types of banking operations 
within and outside Syrian territory. The Italian Bank, 
Banco di Roma, has reopened its branch in Damascus. 


Lebanon, 


Le Commerce du Levant; 


July 7 and 21, 1954. 


Sources: Beirut, 


Import and Export Licensing in Lebanon 


In line with its policy of liquidating the system of prior 
import licensing on commodities on which tariffs have 
been increased (see this News Survey, Vol. VI, p. 299), 
the Lebanese Government has excluded sugar products, 
beer, paints, ordinary soap, and toilet soap from the 
prior import licensing arrangement. On the other hand, 
cereals, livestock, poultry, wood, metal scrap, and all com- 
modities to be exported to Mainland China or North 
Korea have been put under the system of prior export 
licensing (i.e., obtaining a license before exportation) . 
Sources: Le Commerce du Levant, Lebanon, 


July 17 and 21, 1954. 


Beirut, 


Far East 
India’s Balance of Payments 


Preliminary estimates indicate that India’s external |p 
transactions in the first quarter of 1954 recorded a sharp | 
decline in the surplus on current account, to Rs 191 mil- 
lion (US$40.1 million) from Rs 476 million (US$100 
million) in the last quarter of 1953. The corresponding 
net investment on capital account was Rs 325 million 
($68.3 million). The terms of trade improved over the 
quarter by 5 per cent. The reduction in the surplus on 
current account was due to the fact that the surplus in 
the private sector, including merchandise as well as 
invisible transactions, fell to Rs 302 million ($63.4 mil- 
lion), which was about half the surplus in the last quar- 
ter of 1953. In the government sector, on the other hand, 
the deficit was reduced from Rs 141 million ($29.6 mil- 
lion) to Rs 111 million ($23.3 million). 

The change in the trade balance from a surplus of 
Rs 250 million ($52.5 million) in the previous quarter to 
a deficit of Rs 10 million ($2.1 million) was the result 
of a steep fall in exports and, to a lesser extent, of a rise 
in imports, chiefly commercial imports. The quantum 
index for exports declined by about 12 per cent, while 
the price index rose by only 3 per cent. The index of the 
volume of imports increased by about 6 per cent, and the 
price index declined by nearly 3 per cent. 


Commercial imports, at Rs 1,201 million ($252.2 mil- 
lion), were Rs 156 million ($32.8 million) more than 
in the previous quarter. Larger imports were needed to 
replenish stocks, particularly of raw materials, which had 
been reduced earlier because of the increase in domestic 
industrial production. More than half of the rise in 
imports appears to have resulted from larger payments 
for imports of raw cotton from Egypt and, to a smaller 
extent, from the dollar area. Other factors contributing to 
the rise were the seasonal increase usual in the first 
quarter of the year and the continuation of the liberal 
import policy that has been pursued since 1953. The 
import policy for January-June 1954 not only provides 
for a continuation of the scheme of token imports and 
increases the share of newcomers in import trade; it 
also aims at increasing imports of raw materials, indus- 
trial equipment, and certain essential consumer goods. 


The decline in government imports, which had started 
in the middle of 1953, continued in the first quarter of 
this year, when such imports fell by Rs 61 million 
($12.8 million) —from Rs 225 million ($47.3 million) in 
October-December 1953 to Rs 164 million ($34.4 million) 
in January-March 1954. The fall was almost equally 
distributed between imports of foods and stores. The 


fall is overstated, however, mainly because the data for 
the first quarter do not include imports financed by 
foreign aid, which are covered by the figures for the 
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previous quarter. When these imports are excluded, the 
fall is only about Rs 30 million ($6.3 million). 

Exports declined from Rs 1,520 million ($319.2 mil- 
lion) in October-December 1953 to Rs 1,355 million 


| ($284.6 million) in January-March 1954. With the ex- 


ception of cotton textile exports, which increased by 
about Rs 40 million ($8.4 million), all the major exports 
decreased sharply. Exports of tea declined by Rs 110 
million ($23.1 million), to Rs 269 million ($56.5 mil- 
lion), as a result of the unusually early completion of the 
tea export season; and exports of jute manufactures fell 
by Rs 66 million ($13.9 million). 

Data by regions show that the surplus with the sterling 
area (excluding Pakistan) dropped by Rs 145 million 
($30.5 million), to Rs 208 million ($43.7 million), in 
January-March 1954; almost the entire change was a 
result of the fall in exports, from Rs 850 million ($178.5 
million) in the last quarter of 1953 to Rs 717 million 
($150.6 million) in the first quarter of this year. As in 
the previous quarter, transactions with Pakistan were 
nearly in balance. The surplus with the dollar area fell 
from Rs 122 million ($25.6 million) to Rs 97 million 
($20.4 million), while the payments position in relation 
to the OEEC group of countries improved during the 
quarter, the deficit with this group being reduced from 
Rs 141 million ($29.6 million) to Rs 135 million ($28.4 
million). The surplus with the rest of the non-sterling 
area decreased by about Rs 120 million ($25.2 million), 
primarily because of a rise in imports. 


Source: Reserve Bank of India, Indian News Digest, 
Bombay, India, August 2, 1954. 


Decline in Indian Exports of Manganese Ore 

Unemployment in the manganese industry, resulting 
from a sharp decline in exports of manganese ore, is 
causing concern to the Government of India. Although 
exports to Germany and Japan have been maintained, 
those to the United Kingdom and the United States have 
declined substantially in recent months. The total world 
demand for manganese in general, and for Indian man- 
ganese in particular, has shown a downward trend. Stock- 
piling has ceased. A development of more serious con- 
cern to India is the reported substitution of Russian ores 
by the United Kingdom, and of Brazilian ores by the 
United States, notwithstanding the fact that prices of 
Indian ores have been reasonably competitive. The Min- 
istry of Commerce and Industry is currently examining 
the effects of the Indian export duty on manganese, but so 
far it has been disinclined to support the view expressed 
by producers that reduction of the duty will stimulate 
exports. The Ministry is also reported to be considering 
the advisability of establishing a ferromanganese plant 
in India. 
Source: The Times of India, Bombay, India, August 5, 

1954. 
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Ceylon’s Tea Production 

Ceylon’s production of tea during the year ended 
March 1954 amounted to 354 million pounds, against 
317 million pounds in the 1952-53 period. The over-all 
average yield was 613 pounds per acre, an increase of 
59 pounds per acre over the 1952-53 yield. The increase 
is attributed to the control of blister blight. Total tea 
acreage at the end of March 1954 was 574,250 acres, 
compared with 572,008 acres at the end of March 1953. 


Source: The Financial Times, London, England, Au- 
gust 4, 1954. 


Thailand's Rice Situation 


Thailand’s rice exports during the first six months of 
1954, at 481,484 metric tons, were 33 per cent less than 
the exports of 719,784 metric tons in the same period 
of 1953. The demand for high grade rice continues 
strong on both domestic and export markets, but there 
is little demand for broken rice, which continues to 
accumulate as a by-product of mills engaged in producing 
white rice and other high grade rice, both of which are 
readily salable at relatively high prices. The result is 
that many mills have large stocks of broken rice, which 
are deteriorating. The rice traders have appealed to 
the Government to assist them in finding export markets 
for their inferior grade rice; and in response, the Ministry 
of Economic Affairs has asked rice merchants with stocks 
of unsalable low grade and broken rice to report to the 
authorities as soon as possible to obtain relief. The offi- 
cials believe, however, that price and export controls 
on low grade and broken rice must be relaxed if Bangkok 
warehouses are to be cleared before new crop deliveries 
begin. 

It is estimated that average monthly rice exports in the 
last half of 1954 will probably not exceed 120,000 metric 
tons. Maximum total exports for the entire year are 
estimated at 1.2 million metric tons. 


Source: Department of Agriculture, Foreign Crops and 


Markets, Washington, D. C., August 6, 1954. 


Taiwan's Sugar Exports 


Taiwan’s sugar exports in 1953 were 96 per cent above 
those in 1952. They totaled 1,020,219 short tons, com- 
pared with 518,493 tons in 1952, an average of 161,255 
tons in 1945-49, and an average of 1,027,323 tons in 
1935-39. The increase over 1952 exceeded that of any 
other sugar exporting country. 


Source: Department of Agriculture, Foreign Crops and 


Markets, Washington, D. C., August 16, 1954. 


Japan's Payments Position 
Japan’s foreign exchange payments in the first half of 


1954 exceeded receipts by $177 million, compared with 
$139 million in the first half of 1953. The deterioration 
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was due to a sharp decline in special procurement re- 
ceipts and to increased food imports. The deterioration 
this year was mainly in the first three months. In April- 
June 1954, the deficit was only $15 million, whereas in 
the corresponding period of last year it was $97 million. 
In June 1954, there was actually a surplus of $11 million. 
Source: Bank of Japan, Fortnightly Letter, Tokyo, Japan, 
July 16, 1954. 


Japanese Trade With Indonesia 


Because of unattractive prices and inadequate supplies 
of Indonesian goods for export, trade between Indonesia 
and Japan has resulted in a balance favorable for Japan, 
particularly since July 1952; on June 30, 1954, Japan’s 
credit balance was $160 million. Recently, Japanese au- 
thorities have taken measures to limit exports to Indo- 
nesia, with a view to balancing trade with that country 
at around $50 million in the 12 months beginning July 1, 
1954. All exports to Indonesia now require prior ap- 
proval. Exports of textiles (which comprise 85 per cent 
of total Japanese exports to Indonesia) and of iron and 
steel (which comprise 10 per cent) are permitted only 
if the exporter can produce a customs certificate for the 
import, since July 1, of Indonesian goods (other than 
crude sugar) of equal value. For other goods, export 
quotas have been established, and their export is freely 
permitted within those limits. 


The Japanese textile industry is reported to have ob- 
jected strongly to the controls, since Indonesia is an im- 
portant market for Japanese textiles. In 1953 Indonesia 
took 33 per cent of Japan’s exports of cotton cloth, 63 
per cent of staple fiber yarns, and 21 per cent of rayon 
textiles. The industry has suggested that the Japanese 
Government organize a triangular trading system in- 
volving Japan, Indonesia, and Western Germany, whereby 
Japan would export textiles to Indonesia, Indonesia would 
send copra to Western Germany, and Western Germany 
would send machinery to Japan. 

Sources: Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, Tokyo, Japan, July 10 and 17, 
1954; A.N.P.-Aneta News Bulletin, New York, 
N. Y., July 16, 1954. 


Philippine Price and Trade Controls 


Philippine price controls, which had expired on De- 
cember 31, 1953 (see this News Survey, Vol. VI, p. 226), 
were reinstituted on June 18, 1954. The Price Stabiliza- 
tion Corporation will again be responsible for the en- 
forcement of the legislation. Previous legislation had 
affected a wide range of commodities, but the new law 
limits the application of ceilings to certain foodstuffs 
(including rice, flour, coffee, and meat), printing mate- 
rials, essential drugs, and some textiles. The maximum 
prices of these commodities may not exceed ceilings in 
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effect on December 31, 1953, and they will remain in | 
effect until February 15, 1955. i 
The Philippine Export Control Law, which was due 
to expire on December 31, 1954, has been extended for |” 
two years. Changes in the law include an export ban ; 
on atomic energy materials and on goods essential for 
economic development, and a stipulation that licenses will 
be required for the transshipment, as well as for the 


Legislation also has been approved granting the President 
the authority to regulate imports, to enter into trade 


agreements with foreign countries for limited periods, | 


and to adjust import duties by not more than 60 per cent 
upward or downward from existing rates. 

Sources: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., July 26, 1954; 
Philippine Association, Philippine Newsletter, 
August 4, 1954, and Philippine American Cham. 
ber of Commerce, Weekly Bulletin, August 6, 
1954, New York, N. Y. 


United States and Canada 


Economic Growth in Canada and the United States 


There has been a marked similarity in the rapid post- 
war expansion of economic activity in Canada and the 
United States. Real national output in Canada in 1953 
was 34 per cent higher than in 1946; in the United} 
States, the increase amounted to 29 per cent. The slightly 
higher rate of increase in Canada was associated with 
the greater relative growth in private investment (ex- 
cluding inventories), which reflected the rapid expansion 
of resource development, and with other business and 
personal investment requirements. Personal consumption 
expenditures also rose relatively more in Canada than 
in the United States, particularly after 1951, when real 
wages in manufacturing rose faster in Canada. Invest- 
ment in inventories was large in both countries after 
1946. In contrast to the United States, there was no 
liquidation of inventories in Canada in 1948-49 or in 
1953-54, although the rate of accumulation slackened 
considerably during these periods. Substantial increases 
in government expenditures after 1949 in both countries 
were associated with growing national security require- 
ments. Recently, however, these increases have come to 
an end and are no longer contributing to expansion inf 
the two economies. 

From mid-1953 to the end of the first quarter of 1954, 
the decline in real product was about 4 per cent in the 
United States, compared with about 2 per cent in Canada. 
On the other hand, Canadian exports to the United States 
have tended to hold up better than Canada’s imports 
from that country. 


Source: Dominion Bureau of Statistics, Daily Bulletin, 
Ottawa, Canada, August 6, 1954. 
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U.S. Treasury Financing in Fiscal 1954 


U.S. Treasury receipts and expenditures during the 
fiscal year ended June 30 reflected changes in the economy 
resulting from the end of the Korean war and a contrac- 
tion in business activity. Cash income, at $71.8 billion, 
was slightly greater than in the previous year ($71.3 


The deficit, therefore, was only $150 million, compared 


| with $5.1 billion a year earlier. The reduction in expen- 


ditures reflected mainly lower outlays for defense pur- 
poses, arising from a revision in the basic structure of 
the military organization and from economies following 
the end of hostilities in Korea. Nondefense expenditures 
also declined, largely because of greater reliance upon 
private financing of farm price-support loans and housing 
loans, and a fall in foreign economic aid. 


Individual income tax revenue was unchanged from 
a year earlier, as the effect of a reduction in rates was 
offset by higher personal income. Corporate tax revenue 
was virtually unchanged; neither the fairly sharp reduc- 
tion in corporate profits nor the end of the excess profits 
tax on January 1, 1954 was reflected in tax collections, 
since tax payments on lower profits in the calendar year 
1954 (on which lower rates are effective) will not be 
due until later in the present (1955) fiscal year. 


Source: Federal Reserve Bank of New York, Monthly 
Review of Credit and Business Conditions, New 
York, N. Y., August 1954. 


U.S. Stock Market 


In several respects, the statistical position of stock 
prices in the United States has weakened since the be- 
ginning of 1954. A rise of almost 25 per cent in industrial 
stock price averages has entailed an increase in the 
ratio of prices to earnings, and a decline in the average 
yield from about 514 per cent to 41 per cent. The excess 
of earnings over dividends is also less than a year ago, 
and the trend of corporate earnings, which has been 
predominantly upward since 1939, may be less favorable 
during the period ahead. The statistical position of stocks 
has also been weakened by a reduction in corporate cash 
balances. While common stocks had been considered 
statistically cheap since the end of the war, the rise in 
prices this year has made this generalization less justified. 


Source: The Journal of Commerce, New York, N. Y., 
August 17, 1954. 


Canadian Interest Rates 


Short-term interest rates in Canada have been steady 
in recent weeks. Average yields on 91-day Treasury bills 
have remained close to 114 per cent, after having declined 
from over 2 per cent earlier in the year; and day-to-day 
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loans have remained steady at 144 per cent, slightly 
below the June level (see this News Survey, Vol. VI, 
p- 403). One factor on the supply side of the day-to-day 
market has been the action of chartered banks, which are 
the principal lenders, in reducing their cash reserves 
since the revised Bank Act went into effect on July 1. 
Reserves had previously been 10 per cent, but recently 
they have been moving toward the newly prescribed mini- 
mum of 8 per cent. 


Source: The Financial Post, Toronto, Canada, August 14, 
1954. 


Canadian Exports 

Despite a gradual reduction of import restrictions by 
many Commonwealth countries, Canada’s exports to all 
Commonwealth countries declined from $434 million in 
the first half of 1953 to $381 million in the first half of 
1954, a drop of 12 per cent. Exports to the United 
Kingdom declined 8 per cent, while those to India and 
Pakistan were cut about 80 per cent. The chief factor 
in these declines appears to be a reduction in the buying 
of grain by other countries; other factors include the 
continuing lack of dollars and a general softening of 
world business. 


Source: The Journal of Commerce, New York, N. Y., 
August 17, 1954. 


Latin America 
New Brazilian Export Rates 


Primarily to facilitate coffee exports, new export rates 
were made effective by the Brazilian Government as of 
August 16. For 80 per cent of the exports of coffee, the 
official buying rate of Cr$18.36 per U.S. dollar plus a 
bonus of Cr$5 per dollar will be applied, i.e., the effective 
rate will be Cr$23.36; for the remaining 20 per cent of the 
proceeds, the bonus will be the difference between the 
official rate of Cr$18.36 per dollar and the free market 
rate on the preceding business day. The same system will 
be applicable to exports of other products: to 80 per cent 
of the proceeds of exports excluding coffee an effective 
rate of Cr$28.36 per dollar will be applied, i.e., the rate 
of Cr$18.36 plus the bonus of Cr$10 per dollar. On the 
basis of a free market rate of Cr$62 per U.S. dollar quoted 
in Rio de Janeiro on August 14, the new effective mixed 
rate for coffee would be Cr$31.09 per dollar, and for 
other exports it would be Cr$35.09 per dollar. The 
Brazilian exporter would thus receive more cruzeiros 
by exporting than he would if he sold to the Coffee In- 
stitute at the support price based on the minimum price 
of US$0.87 per pound, effective as of July 1, 1954 (see 
this News Survey, Vol. VI, p. 404). 


Coffee prices have recently started to decline, Septem- 


ber forwards in New York having fallen from $0.8640 
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on August 13 to $0.8124 on August 17, down the per- 
missible limit of 200 points per day. The minimum 
price of US$0.87 per pound in Brazil is equivalent to a 
price of about US$0.8925 in New York. Spot prices of 
coffee closed on August 17 at $0.7550 per pound for 
Santos 4’s and $0.7700 per pound for Colombians, com- 
pared with $0.8687 and $0.8175, respectively, on August 
13. Reflecting these decreases, retail prices in the United 
States have started to decline. 


Sources: The Journal of Commerce, New York, N. Y., 
August 16, 17, and 18, 1954; Superintendency 
of Currency and Credit, /nstruction 99, Rio de 
Janeiro, Brazil. 


Bolivia's Foreign Exchange Situation 

Bolivia’s foreign exchange expenditures in the first half 
of 1954 are reported to have exceeded receipts by US$1 
million. However, the exchange situation should be aided, 
to some extent, by the agreement between the Bolivian and 
U.S. Governments, signed on July 1, for the sale of 
Bolivian tin to the Reconstruction Finance Corporation 
(see this News Survey, Vol. VII, p. 23). It is expected 
that sales under this agreement will yield between US$18 
million and US$20 million, net, to Bolivia. This contract, 
together with those already in effect with British smelters, 
will cover all of Bolivia’s tin production. However, avail- 
able foreign exchange will be reduced by the release of 
US$5 million by the Central Bank, to cover the import 
requirements of the industries of La Paz for the first half 
of 1954. Furthermore, the ceiling on bank credit has 
been increased by 30 per cent in order to permit the ex- 
pansion of industrial credit. Interest rates have been 
lowered to 8-10 per cent, depending upon the ratio of 
domestic raw materials used by the industry applying for 
these loans (see this News Survey, Vol. VII, p. 39). 


The free market rate for the dollar, which had in- 
creased to 1,491 bolivianos at public auction in early 
June, declined to 1,350 bolivianos at licensed exchange 
houses and to 1,460 bolivianos at public auction, follow- 
ing the announcement of the increased availability of 
foreign exchange for private commerce and industry. 

The total value of Bolivian mineral exports for the 
first quarter of 1954 was $17.6 million, or an annual rate 
of $70.4 million. However, tin exports should be greater 
in the second half of this year, when deliveries under 
the new Reconstruction Finance Corporation contract 
begin; and this increase, together with improved mineral 
prices, may raise the value of total mineral exports for 
the year to $80-90 million, compared with $109 million 
in 1953. 


Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., August 9, 1954. 
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Other Countries i 
Balance of Payments of the Belgian Congo Fi 


The balance of payments of the Belgian Congo (in. f 
cluding Ruanda-Urundi) in 1953 showed a deficit on # 
current account of Bfr 1,668 million (US$33.4 million), 
compared with a deficit of Bfr 1,801 million (US$36 mil. F 
lion) in 1952. Mainly because of a decrease in inward 
capital movements, the total balance of payments surplus 
fell to Bfr 827 million ($16.5 million), from a surplus 
of Bfr 1,931 million ($38.6 million) in 1952. 

There was a surplus of Bfr 5,109 million ($102.2 mil- P 
lion) in the trade balance in 1953, and a deficit of 
Bfr 6,211 million ($124.2 million) in the balance for 
services, mainly in transportation (Bfr 3,596 million, or 
$71.9 million) and in investment income (Bfr 2,212 mil- 
lion, or $44.2 million). The decrease in the net inward 
movement of capital—from Bfr 3,224 million ($64.5 mil- 
lion) in 1952 to Bfr 2,727 million ($54.5 million) in 
1953—was due entirely to a decline in the net inflow of 
private capital, from Bfr 763 million ($15.3 million) 
to Bfr 125 million ($2.5 million). The inflow of official 
capital increased from Bfr 2,461 million ($49.2 million) 
to Bfr 2.602 million ($52 million). 

Official capital imports included a U.S. loan of the 
Mutual Security Agency ($4.7 million), a loan of the 
International Bank for Reconstruction and Development 
($18 million), a Swiss loan ($13.6 million), and ad- 
vances by the Belgian Government (Bfr 785 million, or 
$15.7 million). 

Data by regions show a balance of payments deficit, 
including private and official capital movements, of 
Bfr 7,233 million ($144.7 million) with the BLEU; and 
surpluses of Bfr 2,261 million ($45.2 million) with the 
United States and Canada, Bfr 644 million ($12.9 mil- 
lion) with the sterling area, Bfr 4,427 million ($88.5 mil- 
lion) with other OEEC countries, and Bfr 728 million 
($14.5 million) with other countries. 

Sources: Banque Centrale du Congo belge et du Ruanda- 
Urundi, Bulletin, May 1954, and Agence Eco- 
nomique et Financiére, August 3, 1954, Brussels, 
Belgium. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 


quoted and are not necessarily those of the Fund. 
The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 
The Secretary 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D.C. 
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